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BUDGET RESOLUTION/Surplus for IRA Retirement
SUBJECT: Senate Concurrent Budget Resolution for fiscal years 1999-2003 . . . S.Con. Res. 86. Roth amendment No.
22009.
ACTION: AMENDMENT AGREED TO, 51-49
SYNOPSIS:  Asreported, S.Con. Res. 86, the Senate Concurrengé@iRkesolution for fiscajears 1999-2003, will balance

the unified budet in 1998 and will run spluses for each of the next 5 fisgalars. Both Federapsndirg and

Federal revenues will increase Bescent from fiscayear (FY) 1998 to FY 1999. All spluses will be reserved for Social Secprit
reform. A reserve fund will be established to allow the entire Federal share of revenueg femultipotential tobacco settlement
to be dedicated to bolstegiMedicare's solveryc

The Roth amendmentwould express the sense of the Senate that "this resolution assumes that the Committee on Finance
consider and port a legislative proposal thisyear that would dedicate the Federaldmicuplus to the establishment opeogram
of personal retirement accounts for woikiAmericans and reduce the unfunded liapitif the Social Secusitprogram.” The
amendment would also make 9 fingsnincludirg: if a 28year-old American earngnan averge wage put 1 percent of his or her
income into gersonal retirement account invested in Standard & Poors 500 securities, at his or her retirgmébttataaccount
would hold $132,000 and would be wortbpeoximatel 20 percent of the benefits that would pevided under the current
provisions of Social Secuyit personal retirement accounts woglde the mgority of Americans who do not own aimvestment
assets a new stake in the econognasvth of Americapersonal retirement accounts wouldgh&mericangorepare for retirement
(60 percent of Americans have no retiremplans other than Social Secyritvhich is spposed to be a gplementalplan); the
Federal budet will have a sylus of $671 billion over the next J@ars, which wilgive a ungue @portunity to begin apermanent
solution to Social Secuyit financimg; and usig the Federal bugkt suplus to fundpersonal retirement accounts would be an
important first stp in conprehensive Social Secwriteform and ensurgthe delivey of promised retirement benefits.

NOTE: The Social Secuyitsystem was initiall desgned to be a gplemental retiremenpaygo s/stem, under which eaglear's
recepts rowghly matched eachear'spayments. Social Secuyis trust fund, on avega, held enogh Treasuy notes tqay 1 year's

YEAS (51)

Republicans
(49 or 89%)

Abraham Hutchison
Allard Inhofe
Ashcroft Kempthorne
Bennett Kyl
Brownback Lott

Burns Lugar
Campbell Mack
Chafee McCain
Cochran McConnell
Coverdell Murkowski
Craig Nickles
DeWine Roberts
Domenici Roth

Enzi Santorum
Faircloth Sessions
Frist Shelby
Gorton Smith, Bob
Gramm Smith, Gordon
Grams Specter
Grassley Stevens
Gregg Thomas
Hagel Thompson
Hatch Thurmond
Helms Warner
Hutchinson

Democrats
(2 or 4%)

Breaux
Robb

(See other side)

Republicans
(6 or 11%)

Bond
Coats
Collins
D'Amato
Jeffords
Snowe

NAYS (49) NOT VOTING (0)
Democrats Republicans Democrats
(43 or 96%) (0) (0)
Akaka Johnson
Baucus Kennedy
Biden Kerrey
Bingaman Kerry
Boxer Kohl
Bryan Landrieu
Bumpers Lautenberg
Byrd Leahy
Cleland Levin
Conrad Lieberman
Daschle Mikulski
Dodd Moseley-Braun
Dorgan Moynihan
Durbin Murray
Feingold Reed
Feinstein Reid :
Ford Rockefeller EXPLA_N_ATION_ OF ABSENCE:
Glenn Sarbanes 1—Official Business
Graham Torricelli 2—Necessarily Absent
Harkin Wellstone 3—lliness
Hollings Wyden 4—Other
Inouye
SYMBOLS:

AY—Announced Yea
AN—Announced Nay
PY—Paired Yea
PN—Paired Nay

Compiled and written by the staff of the Republican Policy Committee—Larry E. Craig, Chairman
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worth of benefits. Those notepayated the same as Treasnotes that arivate individual mght own--the were debt instruments
that were redeemed from theneral fund of the Treagymwith interest. In the eartL980s, durig a recession when Social Seaurit
was on the brink of insolvegicSocial Secunit was chaged from apaygo system. Afteryears of thgrogramgrowing throwgh
higher taxes and her benefits, a chge was made--taxes were increased and benefits were restrained. Thaeugtasmsiwas
to build yp huge reserves to make theogram solvent for 7§ears, thogh there was certaiylan exectation amog mary peqle

at the time that the fix would be of much shorter duration (the claim of an exteardssolveng believed or not, madepblitically
more accptable to raise Social Secyritaxes). The reason wit was understood that pe reserves would be necegsaras due
to demgraphics. The bayp-boomgeneration would kgen retiring in about 2015, bgbboomers had much Igar life expectancies
thanpreviousgenerations (and thus would be dragvocial Secunit benefits for much lager periods of time), and bgkboomers
had not had manchildren, so there would be fewer workerpdip for those benefits. Whetherpected or not, hyge supluses were
thengenerated. Those repis were not saved, thgh, they were pent--the syslus went into Treasyrnotes, as iqired, and
Corgress thenpent evey penry. Corgress aproved then-President Rgan'sproposed tax cuts, but those cuts did not cause deficit
spendirg--the econom grew so fast that in everyear total tax recpts went g, even thogh tax rates had declined. Theblem

is that Cogress rgected President Rgan'sproposed pendirg cuts. Instead, it increaseoesdirg even faster than tax collections
increased. The United States curnghths roghly $5.5 trillion of debt. Much of that debt is mgighat the Government owes to
its ownprograms, includig the Social Secusitprogram.

Those favoringthe amendment contended:

Senators who think that the bud
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new solutions with much dher rates of return. Franklif we and our collegues could come to amgr@ement on how to balance
the budet without Social Secuyitsupluses, we would favor hawrevel everpenry of those sipluses put into Social Secut
IRAs, because that wouldpresent a $1.5 trillion investment over the nexyéérs.

We are hpeful that a lpartisan corpromise on this issue will be reached. No one wants to see SocialySidynb one wants
to see ay senior citizens without retirement income. Maptions, such as makiriRAs voluntay, guaranteeig the same minimum
payment if investments do ngteld returns, anghasirg outgovernmenpayments when investmengteld excetional returns can
be considered. The Roth amendngwes Senators a chance to take a firgi stehe battle to save Social SecuritvVe uge them
to vote for its adption.

Those opposinghe amendment contended:

We must ppose the Roth amendment out of caution. Fsgrtkkproposal is intrguing, and in the near future we areywékely
to sipport someype of IRA in association with Social SecyriThe Social Secuyif program, thogh, is America’'s most iportant
social contract on which millions of eldghmericans ret and will rely for decades to come, so chhas must be made with the
utmost care. As the Roth amendment is now drafted, we haymttiaular olpections. First, we digmee with the findig that we
will have budjet supluses for the next Igears; we will not. We will continue to run deficits that will be maske8dcial Secunt
sumpluses. B law, Social Secuntsumpluses must be invested in Treasaptes. Social Secuyigets those notes, which are the
equivalent of Government IOU's, and the mpigees into the Treasyr That mong is then pent. The onl other alternative to
spendirg the mong would be tgpay down the debt, but insteadmdying down the debt the Federal Government hgslagly run
huge yearly deficits. Even thigear, and over the next seveyahrs, the Government will not realun supluses, because those
sumpluses are usthe suplus taxes that Social Secyrit collectirg. Social Secunit will continue to run syluses until 2012, at
which time it will start to run in the red, and it will be in the rgdtilions of dollars until 2029 when it will officia§ exhaust its
syply of Federal IOUs. Thus, the "gluses"” that would be invested this amendment are rgafbocial Secunt funds that should
be savedpreferaby by paying down the debt, and additional funds should be found for IRAs. Our second concern with the R
amendment is that it rgde the initial stpin endirg theguaranteed nature of Social Seaurithe market is domwell now, but
markets do not alwa do well. Mgbe the solution that is needed is/atem that allows for some benefits from invegtimat will
then relievgpressure on Social Secyrjpayments, but with guarantee that if the investmegts sour the minimal Social Secyrit
benefits that would have beprovided under the currengstem will still beprovided. Thogh we @pose the Roth amendment,
we are not rgecting the idea of Social SecwyitRAs. The idea needs further syud\ll we mean ly our votes gainst the Roth
amendment is that we j@et to the pecifics of the amendment, not theneralprincipal.



